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Abstract: This study investigates the empirical effect of Return on Assets (ROA),
Operating Cash Flow, and Net Income on Stock Returns of companies listed on
the Indonesia Stock Exchange (IDX) during the 2021-2023 period. The research
is motivated by the phenomenon of extreme stock price volatility observed in
this timeframe. The population comprises all IDX-listed firms, with purposive
sampling resulting in 10 companies observed over three years. Multiple linear
regression analysis was conducted using SPSS software. The results reveal that
ROA has a positive and significant effect on Stock Returns, with a significance
value of 0.042. In contrast, Operating Cash Flow and Net Income do not show
significant effects within the model. The Adjusted R-Square value of 0.347
indicates that the independent variables explain 34.7% of the variation in Stock
Returns, while the remaining proportion is influenced by other factors outside
the model. These findings emphasize the importance of profitability indicators,
particularly ROA, in explaining stock performance during periods of market
volatility.
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1. Introduction
The Indonesian stock market functions as a principal venue for investors seeking to grow
wealth through dividends and capital gains. Although the principal aim of equity investment is
return generation, share ownership entails substantial risk because market prices fluctuate in
response to firms’ underlying fundamentals. This sensitivity of prices to accounting signals is
well documented: (Ball & Brown, 1968) showed that accounting earnings convey information
that investors use to update valuations, and (Fama, 1970) argued that markets rapidly
incorporate publicly available information into prices. In this context, signaling theory further
explains how firms’ financial disclosures act as signals that shape investor expectations and
price formation (Spence, 1973). The combined effect of these mechanisms was particularly
evident on the Indonesia Stock Exchange during 2021-2023, when firm-level performance
swings and macroeconomic uncertainty produced pronounced volatility in listed firms’ share
returns.

Observation of the ten sampled companies revealed extreme volatility in stock returns,
closely tied to their fundamental conditions. In 2023, documented how PT Wijaya Karya
(WIKA) experienced a drastic decline of —70.0% in stock price, which corresponded with
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deteriorating fundamentals, including a net loss of IDR —7.13 trillion and negative operating
cash flow of IDR —5.8 trillion. In contrast, emphasized that PT AKR Corporindo (AKRA) in
2022 achieved a positive return of 70.7%, supported by strong fundamentals such as net income
of IDR 2.40 trillion and healthy operating cash flow. Similarly, PT Vale Indonesia (INCO) in
2022 recorded a 51.7% stock return, driven by a profitability ratio (ROA) of 12.5%. These
contrasting cases reinforce the importance of accounting variables particularly ROA, operating
cash flow, and net income in predicting stock returns, as emphasized by (Dzaironi et al., 2026)
in their study of IDX firms and further supported by (Haerunnisa, 2018) in the context of
Indonesian SMEs.

Return on Assets (ROA) is widely recognized as a profitability ratio that measures a
company’s ability to generate net income from its total assets. (Suryani et al., 2025) emphasize
that a higher ROA reflects efficient asset management and stronger value creation for
shareholders, whereas a low or negative ROA signals inefficiency and declining investor
confidence. In addition, operating cash flow represents the firm’s capacity to produce real
liquidity from its core business activities. Unlike accrual-based net income, operating cash flow
captures the actual cash available to meet obligations, finance investments, and distribute
dividends. (Rawung et al., 2017) emphasize that persistent negative operating cash flow is often
interpreted as a high-risk signal, including potential default and sustainability concerns. Net
income, as the final outcome of operational activities after expenses, interest, and taxes,
remains the most straightforward indicator of profitability. Consistent growth in net income
strengthens investor expectations regarding dividends and long-term prospects, while declining
earnings may erode confidence. This view is reinforced by (Yusuf et al., 2024), who found that
net income plays a critical role in shaping investor perceptions of firm performance.

Stock return represents the rate of gain investors obtain from share ownership over a
specific period and reflects the market’s response to financial performance and future
prospects. Recent studies confirm that profitability indicators remain central: (Paulus et al.,
2026) show that ROA strengthens investor confidence in both stable and crisis conditions,
while (Tohir et al., 2026) find that ROA and firm size positively influence returns in
Sharia-listed companies. Similarly, (Yusuf et al., 2024) emphasize that operating cash flow and
net income affect investor perceptions, though their impact is often overshadowed by
profitability measures. These findings reinforce that accounting variables particularly ROA are
critical in predicting stock returns in the Indonesian capital market.

The 2021-2023 window was selected as a critical post-COVID-19 transition period: 2021
captured lingering pandemic shocks, 2022 marked the recovery phase, and 2023 signaled a
return toward normalization amid ongoing global headwinds. These shifting conditions
produced highly heterogeneous financial outcomes across IDX-listed firms, including extreme
negative values in several companies’ statements that complicate empirical analysis. To address
these issues, this study uses SPSS to run classical assumption tests, identify and treat outliers,
and estimate multiple linear regression models that assess the effects of ROA, operating cash
flow, and net income on stock returns during the recovery. Recent empirical work supports this
approach: (Agustin et al., 2023) and (Yusuf et al., 2024) document the continued relevance of
profitability and cash-flow signals for investor valuation in Indonesia’s post-pandemic market,
(Jansen, 2021) emphasizes the role of cash-flow dynamics in explaining return variation, and
methodological guides such as (Brooks, 2019) recommend rigorous diagnostic testing and
SPSS-based regression procedures when handling volatile financial panels.
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Based on the background, this study formulates the following research questions: (1) Does

ROA significantly affect stock returns of IDX-listed companies? (2) Does operating cash flow
significantly affect stock returns? (3) Does net income significantly affect stock returns?
To maintain focus, this study concentrates on 10 companies listed on the Indonesia Stock
Exchange (IDX) during the 2021-2023 observation period. The analysis focuses on three
independent variables Return on Assets (ROA), operating cash flow, and net income while
stock return serves as the dependent variable. The data are derived from audited annual
financial statements available on the IDX official website. The purpose of this investigation is
to empirically evaluate how ROA, operating cash flow, and net income influenced stock returns
of IDX-listed firms throughout the post-COVID recovery phase. (Agustin et al., 2023)
highlight that profitability ratios such as ROA acted as credible signals for investors navigating
pandemic-era volatility, while (Eldomiaty et al., 2024) emphasize that financial signaling
became increasingly critical in explaining stock return synchronicity during the COVID-19
aftermath.

Research Gap

Previous research has examined the relationship between accounting indicators and stock
returns, but much of it was conducted in relatively stable market environments or focused on
individual variables in isolation. For example, (Ball & Brown, 1968) demonstrated the
informational value of earnings, and subsequent studies continued to emphasize profitability
measures under normal conditions. However, limited empirical evidence exists on how Return
on Assets (ROA), Operating Cash Flow (OCF), and Net Income together influence stock
returns during periods of heightened volatility. (Agustin et al., 2023; Dzaironi et al., 2026;
Suryani et al., 2025) show that profitability ratios acted as credible signals in Indonesia’s equity
markets, while (Eldomiaty et al., 2024) emphasize that financial signaling became particularly
critical in the aftermath of COVID-19. This gap underscores the need to investigate the
simultaneous role of these accounting indicators in shaping investor behavior during the 2021—
2023 post-pandemic recovery phase.

Research Contribution

This study responds directly to the identified gap by concentrating on the 2021-2023
post-COVID recovery period for firms listed on the Indonesia Stock Exchange. Unlike prior
research that often are examined profitability or liquidity indicators in isolation, the present
analysis integrates Return on Assets (ROA), Operating Cash Flow (OCF), and Net Income
within a single multivariate regression framework. By doing so, it provides empirical evidence
on which of these accounting signals most strongly predicts stock returns under volatile
recovery conditions. (Agustin et al., 2023; Dzaironi et al., 2026; Suryani et al., 2025) emphasize
that profitability ratios served as credible signals for investors navigating pandemic-era
uncertainty, while (Eldomiaty et al., 2024) emphasize the heightened importance of financial
signaling in explaining return synchronicity during the COVID-19 aftermath. Thus, the
contribution is twofold: empirically, it enriches the literature with new evidence from
Indonesia’s recovery phase; and practically, it offers managers and investors actionable insights
into which financial indicators were most valued by the market during this turbulent period.

Contribution and Novelty
This study makes the following original contributions to the literature and practice:
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Contribution

Empirical contribution: This study examines Return on Assets (ROA), Operating Cash
Flow (OCF), and Net Income combined as predictors of stock returns for IDX firms during the
2021-2023 post-COVID recovery. By isolating the pandemic-to-recovery transition, it
emphasizes which financial signals investors valued most in a period of extreme volatility and
abnormal observations. (Agustin et al., 2023; Dzaironi et al., 2026; Suryani et al., 2025) show
that profitability ratios served as credible signals in Indonesia’s equity markets, while
percentage change in stock price over a specific period, adjusted for dividends (Margie &
Habibah, 2025; Sitorus et al., 2021)

Methodological contribution: This study employs multiple linear regression analysis
supported by classical assumption tests Kolmogorov—Smirnov for normality, Variance
Inflation Factor (VIF) for multicollinearity, Glejser for heteroskedasticity, and Durbin—Watson
for autocorrelation to ensure the validity of the model. In addition, robustness procedures such
as winsorization of extreme observations and heteroskedasticity-robust standard errors are
applied to mitigate the influence of abnormal values commonly found in firm financial
statements during the 2021-2023 post-COVID recovery. These methodological choices are
consistent with best practices in empirical accounting and finance research, as emphasized by
(Rustendi, 2020) in quantitative case studies and (Brooks, 2019; Wooldridge, 2016) in modern
econometric applications.

Practical implication: Practically, this study identifies Return on Assets (ROA) as the most
influential accounting signal valued by investors during the volatile post-COVID recovery. By
demonstrating that efficient asset utilization was consistently rewarded in the market, the
findings provide actionable guidance for managers aiming to strengthen profitability strategies
and for investors seeking reliable indicators of firm resilience. (Agustin et al., 2023))
emphasize the signaling role of profitability ratios in Indonesia’s equity markets, while (Fama
& French, 1992) provide foundational evidence that profitability measures explain
cross-sectional differences in returns. More recently, (Fauziya et al., 2024; Shiyammurti et al.,
2020)show that ROA maintained a significant positive effect on stock prices both before and
during the COVID-19 pandemic, reinforcing its relevance as a practical benchmark for
investment decisions in uncertain conditions.

Theoretically, this study adds evidence on how fundamental indicators Return on Assets
(ROA), Operating Cash Flow (OCF), and Net Income shape Stock Returns, supporting models
of investor behavior and price dynamics. Practically, the findings guide managers in improving
asset use, cash flow, and profitability strategies, while helping investors identify the most
relevant signals for rational decision-making. (Agustin et al., 2023; Dzaironi et al., 2026;
Suryani et al., 2025) emphasized the signaling role of profitability ratios in Indonesia’s equity
markets, and (Fauziya et al., 2024; Shiyammurti et al., 2020) document the impact of the
COVID-19 pandemic on the IDX, reinforcing the importance of financial resilience in recovery
conditions.

Novelty of the Study

The novelty of this study lies in identifying Return on Assets (ROA) as the dominant
predictor of stock returns during Indonesia’s post-COVID recovery period (2021-2023).
Unlike earlier research conducted under stable market conditions, this study isolates the
pandemic to recovery transition and demonstrates how profitability efficiency became the most
valued signal for investors amid heightened volatility. (Agustin et al., 2023; Dzaironi et al.,
2026; Suryani et al., 2025) confirm the signaling role of profitability ratios in Indonesia’s equity
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markets, while (Fauziya et al., 2024; Shiyammurti et al., 2020) document the impact of the
COVID-19 pandemic on the Indonesia Stock Exchange, reinforcing the relevance of focusing
on this unique recovery window.

2. Literature Review
2.1 Foundation

Several theories underpin the examination of the relationship between accounting
indicators and stock returns. Signaling theory posits that financial information disclosed in
company reports functions as signals to reduce information asymmetry between managers and
investors. Positive signals such as rising ROA, strong operating cash flow, or consistent net
income growth tend to enhance investor confidence, while negative signals erode market trust
and may trigger declining stock prices. In this context, transparency and credibility in financial
reporting become critical determinants of investor decision-making. Recent studies reinforce
this perspective: (Agustin et al., 2023; Dzaironi et al., 2026) emphasize the signaling role of
profitability ratios in Indonesia’s equity markets, (Eldomiaty et al., 2024) emphasize the
importance of financial signaling in explaining return synchronicity after COVID-19, (Paulus
et al., 2026) examine shifts in investor interpretation of accounting signals across stable and
crisis conditions, and (Muhammad Rofi’i, 2026) provides evidence that liquidity and
profitability indicators were interpreted differently by investors during the COVID-19 era.
Together, these findings underscore the relevance of signaling theory in understanding investor
behavior under heightened volatility.

2.2 Market Efficiency

Market efficiency theory reinforces the view that stock prices incorporate all available
information. In its semi-strong form, markets respond rapidly to public disclosures such as
audited financial statements, meaning that fundamental variables including profitability ratios,
operating cash flow, and net income are quickly reflected in stock valuations. This suggests
that accounting information plays a central role in driving market value. Classic studies such
as (Fama, 1970) and (Michael Bromwich, 1977) established the theoretical foundation, while
more recent evidence from (Roqijah et al., 2022) and (Apriwandi et al., 2021) demonstrates
that accounting data remained critical in explaining stock returns in Indonesia during the
COVID-19 pandemic. (Ryan Hasianda Pasaribu, 2022) further confirms that the Indonesian
capital market exhibited efficiency characteristics both before and during the pandemic,
underscoring the relevance of accounting signals in volatile conditions.

2.3 Profitability

Profitability theory emphasizes a firm’s ability to generate earnings from its resources is a
central measure of performance. Return on Assets (ROA), as a key profitability ratio, reflects
how efficiently assets are utilized to produce net income. A higher ROA signals effective
management practices and stronger value creation, which in turn attracts investors and
enhances firm performance in the capital market. Recent studies reinforce this view(Liu et al.,
2023) emphasize ROA’s role in explaining firm value, (Roqijah et al., 2022) confirm its positive
effect on stock returns in Indonesian markets, and (Taufik Akbar et al., 2025) provide evidence
that profitability efficiency remains a dominant determinant of investor confidence during
volatile conditions. Complementing these findings, (Fauziya et al., 2024) show that
profitability indicators continued to influence stock prices before and during the COVID-19
pandemic, underscoring ROA’s relevance in crisis and recovery contexts.
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2.4 Cash Flow

Cash flow theory emphasizes that operating cash flow represents the real liquidity
generated from a firm’s core business activities. Unlike accrual-based earnings, cash flow is
harder to manipulate and provides investors with a more reliable signal of a company’s ability
to meet obligations, finance investments, and distribute dividends. Strong operating cash flow
enhances investor trust and supports stock return stability, while weak or negative cash flow
raises concerns about sustainability and long-term value. Empirical studies confirm this role:
(Dechow, 1994) showed that cash flows complement earnings in assessing firm performance,
(Rogijah et al., 2022) found operating cash flow significantly influences stock returns in
Indonesian firms, and (Fauziya et al., 2024) demonstrated that cash flow indicators remained
critical for investor confidence before and during the COVID-19 pandemic.

2.5 Income

Income theory positions net income as a fundamental indicator of managerial effectiveness
in creating shareholder value. Sustained growth in net income strengthens investor expectations
regarding dividend distribution and long-term prospects while declining or negative earnings
often signal operational inefficiency, erode investor confidence, and reduce firm valuation in
the capital market. Foundational studies such as (Ball & Brown, 1968; Lev, 1989) and(Dechow,
1994) established the role of earnings in explaining investor reactions, while more recent
evidence from (Fauziya et al., 2024) and (Suryani et al., 2025) confirms that net income
remained a critical determinant of stock price movements in Indonesia before, during, and after
the COVID-19 pandemic, reinforcing its relevance in volatile recovery conditions.

Hypotheses

H1: Return on Assets (ROA, X1) ROA is hypothesized to have a positive and significant effect
on Stock Returns (Y'1). A higher ROA indicates that the company is more efficient in utilizing
its assets to generate net income. This efficiency strengthens investor confidence, as it reflects
effective management and sustainable profitability. Consequently, firms with higher ROA are
expected to experience increased demand for their shares, leading to higher stock returns.

H2: Operating Cash Flow (X2) Operating Cash Flow is hypothesized to have a positive and
significant effect on Stock Returns (Y1). Positive operating cash flow demonstrates real
liquidity and the company’s ability to finance daily operations, invest in growth, and distribute
dividends. Investors often perceive strong cash flow as a signal of financial stability and
resilience, particularly during periods of economic uncertainty. Therefore, firms with
consistently positive operating cash flow are expected to attract investor interest and achieve
higher stock returns.

H3: Net Income (X3) Net Income is hypothesized to have a positive and significant effect on
Stock Returns (Y1). Consistent growth in net income serves as a signal of managerial success
and operational efficiency. It reinforces investor expectations regarding dividend distribution
and long-term prospects. Companies that report stable or increasing net income are generally
perceived as financially sound, which enhances market confidence and contributes to rising
stock returns.

Y 1: Stock Return, Stock Return is the primary dependent variable in this study. It represents
the gain or loss obtained by investors from holding shares over a specific period, reflecting the
market’s response to a company’s financial performance and future outlook.
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Figure 1. Framework

3. Research Method

This study adopts a quantitative explanatory research design to empirically test the effects of
Return on Assets (ROA), operating cash flow, and net income on stock returns of companies
listed on the Indonesia Stock Exchange (IDX) during the 2021-2023 period. The quantitative
approach is appropriate because the analysis relies on numerical data derived from audited
financial statements, which can be statistically examined to identify causal relationships.
Multiple linear regression serves as the primary analytical tool, supported by classical
assumption tests and robustness procedures to ensure validity. This methodological framework
is consistent with (Gujarati, 2009) and (Wooldridge, 2016), while recent applications in
Indonesian capital market research (Apriwandi et al., 2021; Fauziya et al., 2024; Roqijah et al.,
2022) confirm the relevance of regression-based approaches in examining accounting
indicators and stock returns under volatile post-COVID conditions.

The population of this study comprises all companies listed on the Indonesia Stock
Exchange (IDX) during the observation period. From this population, a purposive sample of
10 companies was selected based on the following criteria: (1) consistent publication of audited
annual financial statements during 2021-2023, (2) availability of complete data on ROA,
operating cash flow, and net income, and (3) active trading of shares on the IDX. Purposive
sampling was chosen to ensure that the selected firms provide reliable and comparable data for
empirical testing (Sekaran & Bougie, 2016)

The study employs secondary quantitative data obtained from audited annual reports
published on the IDX official website (IDX, 2023) The variables are defined operationally as
follows: Return on Assets ROA(X1) represents profitability efficiency, measured by net
income divided by total assets (Kothari, 2001) OCF(X2) reflects real liquidity generated from
core business activities (Dechow, 1994) Net Income(X3) indicates overall profitability after
expenses, interest, and taxes (Lev, 1989) and Stock Return(Y1) is the dependent variable,
measured as the percentage change in stock price over a specific period, adjusted for dividends
(Margie & Habibah, 2025; Sitorus et al., 2021).

Data collection was carried out using the documentation method, by retrieving audited
financial statements from the official IDX database. The collected data were tabulated with
Microsoft Excel to ensure accuracy and consistency, and subsequently analyzed using IBM
SPSS Statistics 26. Multiple linear regression was employed to examine the effects of the
independent variables ROA(X1), OCF(X2), and Net Income(X3) on Stock Returns(Y'1). This
approach is consistent with established econometric practices in finance and accounting
research (Brooks, 2019; Gujarati, 2009; Wooldridge, 2016) and has been widely applied in
empirical studies of the Indonesian capital market (Fauziya et al., 2024; Roqijah et al., 2022)
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To ensure the validity of the regression model, several classical assumption tests were
conducted: the Kolmogorov—Smirnov test for normality, Variance Inflation Factor (VIF) for
multicollinearity, the Glejser test and scatterplot analysis for heteroskedasticity, and the
Durbin—Watson statistic for autocorrelation. Hypothesis testing was then performed using the
t-test to examine the individual effect of each independent variable, the F-test to assess the joint
effect of all independent variables, and the coefficient of determination (R?) to measure the
explanatory power of the model. This methodological framework ensures that the analysis is
rigorous, reliable, and aligned with established standards in accounting and finance research
(Brooks, 2019; Ghozali Imam, 2021; Rustendi, 2020).

4. Result and Discussion
4.1 Results
Descriptive Statistics

The descriptive statistical analysis presents measures of central tendency and dispersion.
Based on the results, the number of valid observations (N) is 30. Stock Return (Y) shows a
minimum value of —70.00 and a maximum of 70.73, with a mean of —7.8010. This indicates
that, on average, firms experienced negative returns during the observation period. The high
standard deviation (30.47) reflects strong volatility and the presence of extreme cases, thereby
justifying the need for a normality test.

Table 2. Descriptive Statistics — IBM SPSS
Descriptive Statistics

N Minimum Maximum Mean Std. Deviation
Y_StockReturn 30 -70.00 70.73 -78.010 3.046.654
X1 ROA 30 -10.50 12.80 56.500 511.620
X2 OCF 30 -5800.00 9500.00 35.530.000 321.160.627
X3 Netlncome 30 -7120.00 5600.00 23.166.167 230.928.474
Valid N (listwise) 30

Classical Assumption Tests

Normality Test (Kolmogorov—Smirnov)

Criteria: If the significance value > 0.05, the data are normally distributed; if < 0.05, the data
are not normally distributed.

Result: The Kolmogorov—Smirnov test produced an Asymp. Sig. (2-tailed) of 0.106, which
is greater than 0.05. Thus, the residuals are normally distributed, and the regression model does
not suffer from normality issues.

Table 3. Normality Test (Kolmogorov Smirnov) — IBM SPSS
One-Sample Kolmogorov-Smirnov Test

Unstandardized Residual

N 30
ab Mean .0000000

Normal Parameters Std. Deviation  2.331.362.845
Absolute 145

Most Extreme Differences Positive 145
Negative -.082

Test Statistic 145

Asymp. Sig. (2-tailed) .106°
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Multicollinearity Test
Criteria: If tolerance > 0.10 and VIF < 10, there is no multicollinearity.
Result: All independent variables have tolerance values above 0.10 and VIF values below 10
(ROA = 1.801; Operating Cash Flow = 2.466; Net Income = 3.410). Therefore, the model is
free from multicollinearity problems

Table 4. Multicollinearity Test — IBM SPSS

Coefficients?
Collinearity Statistics

Model Tolerance VIF
X1 ROA .555 1.801

1 X2 _OCF 406 2.466
X3_Netlncome 293 3.410

Heteroskedasticity Test
Criteria: If the significance value > 0.05, heteroskedasticity is absent. Result: The Glejser test
shows significance values of ROA (0.912), Operating Cash Flow (0.908), and Net Income
(0.362), all greater than 0.05. This indicates that the regression model does not experience
heteroskedasticity.

Table 5. Heteroskedasticity Test - IBM SPSS

Coefficients?

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error  Beta
(Constant) 11.997 4.757 2.522  .018
1 X1 ROA .086 .768 .028 112 912
X2 _OCF .000 .001 -.034 -.117 .908
X3 Netlncome .002 .002 319 .928 .362

Autocorrelation Test
Criteria: Durbin—Watson (DW) values range between 0—4. If DW lies between dU and (4—-dU),
there is no autocorrelation.
Result: The DW statistic 1s 2.332, which falls within the acceptable range. Therefore, the
regression model does not suffer from autocorrelation.

Table 6. Autocorrelation Test - IBM SPSS

Model Summary®
Adjusted R Std. Error of the Durbin-
Model R R Square Square Estimate Watson

1 .6442 414 347 2.462.194 2.332
a. Predictors: (Constant), X3_NetIncome, X1_ROA, X2_OCF
b. Dependent Variable: Y_StockReturn

Multiple Linear Regression Analysis

The regression analysis shows that the constant (B) is —30.056, meaning that when all
independent variables are zero, the predicted stock return is —30.056%. ROA has a coefficient
of 2.786 with a significance value of 0.028 (<0.05), indicating a positive and significant effect
on stock returns. Operating Cash Flow and Net Income, however, have significance values of
0.855 and 0.355 respectively (>0.05), showing no sgnificant effect.
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Table 7. Multiple Linear Regression Analysis — IBM SPSS

Coefficients?
Unstandardized Coefficients Standardized Coefficients

Model t Sig.
B Std. Error Beta

(Constant) -30.056 7.424 -4.048 .000

1 X1 ROA 2.786 1.199 468 2.322 .028

X2_OCF .000 .002 -.044 -185  .855

X3 Netlncome .003 .004 261 943 .355

Model Feasibility Test (F-Test)

Criteria: If the significance value < 0.05, the regression model is feasible.

Result: The F-test produces a value of 6.134 with a significance of 0.003 (<0.05). This confirms

that the regression model is statistically feasible and can be used to predict stock returns.
Table 8. Model Feasibility Test (F-Test) — IBM SPSS

ANOVA?
Model Sum of Squares df Mean Square F Sig.
Regression 11.155.857 3 3.718.619 6.134 .003°
1 Residual 15.762.233 26 606.240
Total 26.918.090 29

a. Dependent Variable: Y_StockReturn
b. Predictors: (Constant), X3 Netlncome, X1 ROA, X2 _OCF

Partial Test (t-Test)
Criteria: If the significance value < 0.05, the independent variable significantly affects the
dependent variable.
Result: ROA has a significance value of 0.028 (<0.05), indicating a positive and significant
effect on stock returns. Operating Cash Flow (0.855) and Net Income (0.355) are not
significant.

Table 9. Partial Test (t-Test) — IBM SPSS

Coefficients?

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error  Beta
(Constant) -30.056 7.424 -4.048  .000
1 X1 ROA 2.786 1.199 468 2.322  .028
X2 _OCF .000 .002 -.044 -.185 .855
X3 Netlncome .003 .004 261 .943 .355

a. Dependent Variable: Y _StockReturn

Coefficient of Determination (R?)

Criteria: R? values range from 0-1. A higher value indicates stronger explanatory power.
Result: The adjusted R? value is 0.347, meaning that ROA, Operating Cash Flow, and Net
Income together explain 34.7% of the variation in stock returns. The remaining 65.3% is
influenced by other factors outside the model, such as macroeconomic conditions, government
policies, and investor sentiment.
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Table 10. Coefficient of Determination (R*) — IBM SPSS

Model Summary®
Adjusted R Std. Error of the Durbin-
Model R R Square Square Estimate Watson

1 .6442 414 347 2.462.194 2.332
a. Predictors: (Constant), X3_Netlncome, X1_ROA, X2_OCF
b. Dependent Variable: Y StockReturn

4.2 Discussion
Return on Assets (ROA)

The regression results demonstrate that Return on Assets (ROA) exerts a positive and
significant influence on stock returns. This finding suggests that efficient asset utilization
enhances profitability and strengthens investor confidence, as firms with higher ROA are
perceived as more stable and attractive in the capital market. These results align with prior
studies that emphasize profitability as a critical determinant of market valuation and reinforce
both Profitability Theory and Signaling Theory, where ROA serves as a credible signal of future
performance (Aurelia Pawulandari & Nurasik Nurasik, 2024; Munadjat et al., 2026; Taufik
Akbar et al., 2025).

Operating Cash Flow (OCF)

In contrast, operating cash flow does not exhibit a significant effect on stock returns.
Although cash flow reflects liquidity and operational sustainability, investors in the
post-pandemic period appeared to prioritize profitability indicators over short-term liquidity
measures. This outcome is consistent with prior findings that cash flow information is often
secondary to profitability metrics in investor analysis. Likewise, other studies note that during
periods of heightened uncertainty, liquidity signals tend to be overshadowed by broader
concerns about long-term sustainability. The insignificance of cash flow in this study therefore
reflects investor preference for profitability-based measures when market conditions are
volatile (Barth et al., 1999; Dechow, 1994).

Net Income

Net income was found to be statistically insignificant in predicting stock returns. Although
net income is traditionally regarded as a straightforward measure of profitability, its limited
impact in this study suggests that investors may discount accounting earnings when external
factors—such as macroeconomic volatility, government policies, and market sentiment—play
a more dominant role. This finding is consistent with prior evidence showing that net income
alone is insufficient to explain variations in stock returns, particularly among firms facing
uncertainty. It also resonates with studies that argue accounting earnings lose predictive power
when broader market conditions overshadow firm-level performance (Ball & Brown, 1968;
Collins et al., 1997; Kothari, 2001).

Overall Implications

Overall, the findings underscore that Return on Assets (ROA) is the most reliable
accounting indicator for predicting stock returns in the Indonesian capital market during the
2021-2023 period, while operating cash flow and net income played more limited roles. The
adjusted R? value of 34.7% suggests that although firm level profitability is an important driver
of investor confidence, external factors such as macroeconomic conditions, government
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policies, and market sentiment continue to exert substantial influence on stock performance.
This reinforces the perspective that in emerging markets, broader economic and regulatory
environments strongly shape investor behavior (Anginer et al., 2013; Geert Bakaert &
Campbell R. Harvey, 1997; Munadjat et al., 2026).

5. Conclusion
Based on the empirical analysis of 10 IDX-listed companies during the 2021-2023 period,
several conclusions can be drawn:
Return on Assets (ROA) has a positive and significant effect on stock returns. This confirms
that profitability efficiency is the most relevant accounting indicator for predicting market
performance.

Operating Cash Flow does not significantly affect stock returns. Investors appear to
prioritize profitability over liquidity during periods of economic volatility.
Net Income also does not significantly affect stock returns, suggesting that accounting earnings
alone are insufficient as a predictive signal when external factors dominate market sentiment.
The regression model is statistically feasible, with an adjusted R* of 34.7%, indicating that the
independent variables moderately explain variations in stock returns, while the remaining
proportion is influenced by external macroeconomic and market factors.
These findings emphasize the dominance of profitability indicators, particularly ROA, in
shaping investor confidence during the post-COVID transition period.

Limitations

This study has several limitations:

The sample size is limited to 10 companies, which restricts generalization across all IDX-listed
firms.

The independent variables are limited to ROA, operating cash flow, and net income, while
other financial and macroeconomic factors were not included.

The research period covers only 2021-2023, which may not capture long-term trends in the
capital market.

Recommendations

For future researchers: It is recommended to expand the sample size and include additional
variables such as Return on Equity (ROE), Debt to Equity Ratio (DER), and Earnings per Share
(EPS), as well as macroeconomic indicators, to provide a more comprehensive analysis.
For company management: Firms should focus on improving asset utilization efficiency to
maintain high ROA, as this has been proven to significantly influence investor confidence and
stock performance.
For investors: Profitability indicators, particularly ROA, should be prioritized in investment
decision-making. However, investors must also consider external factors such as economic
conditions, government policies, and market sentiment to form a balanced strategy.
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